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Postwar Trade 


The purpose of international trade—as of domestic 
trade—is to enable people to exchange their own 
products for those of other people, so that all parties 
can have more goods and services for the expendi- 
ture of labor and capital at their disposal. This is an 
oversimplified description of a complicated process, 
but it helps us understand why barriers to trade are 
a hindrance, not a help, to a rising standard of living. 

In Geneva, on April 10, there was convened under 
UN auspices an international conference to deal 
comprehensively with trade barriers. Seventeen na- 
tions gathered to consider a multi-national trade 
treaty and to try to reach agreement on a Charter 
for an International Trade Organization. The pat- 
tern of international trade for the coming years will 
be determined by the outcome of this meeting. 


The Situation: From the downfall of the mer- 
cantilist system to 1914 trade was relatively free, de- 
spite protective tariffs. From 1919 to 1939 restric- 
tions of all kinds multiplied, and many were used 
to discriminate against one country or another. The 
result was called economic warfare. Although the 
original purpose of most of the restrictions was to 
bolster the home economy, not to hurt someone else, 
the effect was economic warfare. 

The great postwar question is what kind of trade 
will we have? Every country, of course, wants the 
kind which will be of greatest benefit to itself, but 
it is gradually becoming understood that some con- 
sideration of the other fellow’s point of view is 
essential. Trade is a two-way street. 


W hat Is Being Done: Realizing their economic 
interdependence, the seventeen nations at Geneva 
will try to agree on some principles, to agree on 
reduction of certain specific barriers, and to agree on 
a Charter for a trade organization. 

Differences of approach are inevitable. There are 
different basic assumptions among these nations. 
The United States with its strong capitalist economy 
looks upon trade primarily as a commercial enter- 
prise. We want to sell abroad some of the products 
of a vastly expanded industrial machine. Buying 
foreign goods we look upon with less enthusiasm. 
In the nations which have adopted some degree of 
economic planning foreign trade is the means of 
filling their fundamental requirements for food, 


clothing, and shelter. Exports to them are a means 
of paying for badly needed imports. Our economy 
is strong; many others are weak and cannot stand 
shocks. The U.S. believes in the free market as 
being the optimum condition for’ free enterprise. 
Other countries are interested in stable trade, and 
fear their internal planning will be upset if trade 
is unregulated. For example, the U. S. would like 
to abolish all import controls elsewhere so we could 
sell in the widest possible market. But England, 
with a shortage of dollars, must control imports 
if she is to buy necessities before luxuries and con- 
serve foreign exchange. 

However, all these differences can be reconciled to 
some degree if there is willingness to give and take 
on both sides. There is a good chance of removing 
the worst of restrictive practices and perhaps of agree- 
ing on non-discrimination. The great question mark 
is whether the U. S. is willing to give as well as take. 
We are the most powerful economy represented at 
Geneva. We have taken the lead in bringing about 
these negotiations. Now are we ready to reduce 
our own tariffs; to practice what we preach? 

Negotiators from other countries see many mem- 
bers of Congress attacking the reciprocal trade pro- 
gram. They witness the attacks of the wool interests, 
the mining interests, the watchmakers, the glove 
manufacturers. They hear that the House Agri- 
culture Committee has reported a bill empowering 
the Secretary of Agriculture to impose fees up to 
50°% of the value of imported woolens (in addition 
to the existing tariff). 

The U. S. has the power now to shape the whole 
pattern of world trade for the better. But unless 
the people and the Congress give concrete proof that 
they are backing our negotiators at Geneva, the 
chance to obtain concessions from other countries 
will be thrown away. 


Taxation Problem 


Tax policy is one of the government’s most effec- 
tive tools in controlling the violent ups and downs 
of the economy. It is being considered, however, 
from an entirely different viewpoint by many con- 
gressional leaders. It is unfortunate but inevitable 
that consideration of the 1948 elections should be 
playing such a part in the decisions which must be 
made now in this all-important field of national 
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policy. The promises which were made during the 
1946 campaign are returning to haunt their makers, 
while at the same time many members of the minor- 
ity party in Congress are anxious to keep those prom- 
ises from being fulfilled. The atmosphere surround- 
ing tax debate therefore is charged with political 
tension rather than the calm, reasoned approach 
which is so badly needed. 

The current level of prices indicates even to every 
housewife that we are still in an inflationary period. 
It is important therefore that we keep taxes gener- 
ally at their present levels. A time of high wages 
and high profits as well as high employment is one 
in which we can repay a part of our national debt. 
In leaner times when money for government serv- 
ices is harder to get, the process of debt reduction 
will be more painful. 

An even more compelling reason for maintaining 
taxes at their current high levels during this par- 
ticular time is that of combating inflation. When 
a large part of the government’s debt is held by banks 
who use it as a basis for making loans and expanding 
the amount of money in circulation, these extra 
dollars compete with each other for the limited 
amounts of goods and services that can be bought. 
Prices therefore rise. On the other hand if the fed- 
eral government’s policy is to withdraw its bonds 
from banks, as is possible when the total debt is 
being reduced, then the opposite effect may be ex- 
pected—a decrease in the number of dollars in circu- 
lation. The taxes which are taken from spenders’ 
pockets also reduce the pressures on prices and there- 
fore on wages. This is a particularly poor time to 
decrease the government’s income by reducing taxes. 

It is possible these days to pick up two normally 
reliable sources of information on economic matters 
and find that they are predicting exactly the op- 
posite economic conditions to be expected in the 
months just ahead. There is general agreement that 
the current inflationary spiral will end in a down- 


ward adjustment, but the timing of such a recession 
and the seriousness of it are matters of heated argu- 
ment. It is quite true that at the time such a de- 
flationary trend sets in we should be prepared to 
adopt a tax schedule which will cushion the blow 
for enterprise and ease the effect on consumers. 

One suggestion of the most equitable and effective 
way to do so would be to stimulate purchasing 
power at that time by raising the tax exemptions 
which each individual is permitted to take. This 
approach to tax reduction will be expensive in that 
it will take many citizens from the tax-paying rolls 
entirely and result in a substantial decrease in fed- 
eral income. But it will also reduce the serious ef- 
fect of even a slight depression on those who are 
least able to bear it—the lower income groups. The 
employment cutbacks which may be expected when 
a price decline gets under way will mean that many 
families will no longer be in the market for the 
products of industry and agriculture. At this point 
federal tax policy can help to prevent the vicious 
circle of less and less production. 

An across-the-board reduction now would mean 
that we would not have this tool in reserve to meet 
the need when it does come. The proposals to make 
any decrease retroactive to the first of this year 
would be even more disastrous in relation to govern- 
ment finances as a whole. There has been some 
discussion of the possibility of passing tax legislation 
now which would go into effect next January. 
While this would have less inflationary effect than 
proposals for an earlier reduction, it is impossible 
to say with any accuracy at this time whether such 
timing would best meet our national needs. 

In any case we cannot afford to ignore the far- 
reaching effects of tax policy on our economy in 
order to try to wring the last possible drop of politi- 
cal advantage from the situation. These are times 
when we must not discard principle for expediency 
and return to politics as usual. 


* CURRENT LEGISLATION x 


Relief for War-torn Countries: On April 30 the 
House adopted by vote of 225 to 165 an amendment 
by Jonkman (R., Michigan) to the bill authorizing 
$350,000,000 for relief to Austria, Hungary, Greece, 
Italy, Poland, China and possibly Trieste. The 
Jonkman amendment cut the fund down to $200,- 
000,000 and in this form it was passed by the House. 
The bill now goes to the Senate where there is an 
opportunity to restore the cut. 


Taft-Ellender-Wagner Housing Bill (S. 866): This 
bill was reported out of the Senate Banking and 
Currency Committee on April 9 by the narrow 
margin of 7 to 6. It faces difficulty when it gets 
to the floor of the Senate; and hearings before the 


House Banking and Currency Committee are not 
yet even in sight. 


Federal Aid to Education: Hearings on S. 472 are 


drawing to a close before the Education Subcom- 
mittee of the Senate Committee on Labor and 
Public Welfare. Meanwhile, in the House, the 
Education Subcommittee of the Education and 
Labor Committee began hearings on H. R. 2953 
(McCowen). This bill is similar to S. 472 but adds 
a provision that every state shall receive at least 
$3.00 per pupil 5 to 17 years old. The League, 
which has always supported the equalization ap- 
proach, would not be in favor of the $3.00 per pupil 
addition. 
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